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To the Stockholders of 
Edison Brothers Stores, Ince. 


L this seventeenth Annual Report of Edison Brothers Stores, Inc., you will find a 
review of the operations for the year ended December 31, 1945, and the consolidated 
balance sheet which reflects the strongest current position in the history of your company. 


Net Sales 


The 1945 record volume of net sales of $53,215,144 represents an increase of 19.47% as 
compared with $44,542,663 for 1944. The company now faces the largest consumer demand 
for its shoes in its entire history. It is meeting this demand with the cooperation of its 
suppliers who are rapidly expanding their production to meet the company’s requirements 
accordingly. This gives us every assurance that continued mounting sales volume may be 
expected. | 


Operating Results 


The 1945 net profit in the amount of $1,360,520 is the largest amount of record and 
compares with the previous high of $1,305,680 for the year 1941. Based upon the 420,059 
shares of common stock outstanding at the close of 1945, and after deducting preferred 
dividends paid during the year, the net profit is equivalent to $2.77 per share. This com- 
pares with $1,091,825 or $2.45 per share on 384,781 shares outstanding at the close of the 
previous year before setting aside $144,285 in the reserve for contingencies. Since the post- 
war refunds in connection with excess profits taxes were collected the reserve for con- 
tingencies of $542.017 with respect to such refunds was transferred to earned surplus as 
of December 31, 1945. The net profit for 1945 before federal taxes amounted to 
$4,802,060 as compared with $2,975,531 for the year 1944. For further statistical in- 
formation on operations you are invited to review the comparative schedule contained on 
another page in this report. 


Dividends 


Dividends paid during the year amounted to a total of $808,962. This includes divi- 
dends paid on the 5% preferred stock until it was retired as of August 24, on the 
$5,000,000 414% preferred stock from the date of issue July 10, and $1.50 per share paid 


on common stock. 


Common Stock Split-Up 


As a result of the action taken at the special meeting of common stockholders held 
on January 23, 1946, the common stock authorized to be issued was increased from 





500,000 shares to 1,200,000 shares and the par value reduced from $2 per share to $1 per 
share. Effective January 28, 1946, the outstanding shares of common stock were doubled 
so that a total of 840,118 shares are now outstanding; each common stockholder being 
entitled to receive two shares of the new stock for each share held. Effective with the 
first quarterly dividend in 1946, your Board of Directors voted a dividend of 25c per share 
on the new stock. Since the quarterly dividends in 1945 were 25c per share on the old 
stock this represents an increase of 100% in the quarterly rate to each stockholder. 


Financial Condition 


The balance sheet shows a ratio of current assets to current liabilities of 5 to 1. The 
proceeds from the sale of the $5,000,000 414% cumulative preferred stock issue were first 
applied to the redemption of the previously issued 60,000 shares of 5% preferred stock, 
par value $50 per share. 30,000 shares of that stock carried conversion rights, as a result 
of which 17,639 shares were converted into common stock. The remaining proceeds, 
amounting to approximately $2,825,000 after deducting expenses in connection with these 
transactions, were added to working capital. The net working capital, as shown in the 
balance sheet, as compared with the close of the previous year is increased in the amount 


of $3,280,904. 


By an agreement effective December 10, 1945, the interest date on the company’s 
debentures was reduced from 314% to 234%. 


Inventories 


The end of the war brought about an immediate reconversion in the production of 
shoes from ration-free types made with synthetic soles and fabric uppers to leather shoes. 
Immediate steps were taken to liquidate as far as possible such ration-free types of 
shoes in the inventories. It was necessary to reduce the prices of such shoes in order to 
effect such liquidation. The inventories at the close of the year still contain some quan- 
tities of such types, which have been marked down in inventory value so that no 
additional markdowns are anticipated. 


Taxes 


The provision for federal taxes in the amount of $3,441,540 was determined accord- 
ing to the Tax Adjustment Act of 1945. This means that the excess profits tax rate of 
8514% applied to taxable net income in the amount of $3,237,000 left a net profit of 
$469,358 out of the excess profits tax net income in addition to a net profit of $891,162 out 
of the first $1,565,060 of taxable income subject only to the basic tax rates. 


Claims for excess profits tax refunds have been filed under Section 722 of the Internal 
Revenue Code and are based upon a redetermination of the base period credits for excess 
profits tax purposes. 





Salaries and Wages 


Salaries and wages to all employees for 1945 amounted to $7,533,392 compared with 
$6,245,562 for 1944, This includes Christmas bonuses to employees in the amount of 
$195,000. Contributions to the employees retirement plan and the employee group insur- 
ance plan amounted to $145,000. The entire cost of the retirement plan is borne by the 
company. The retirement plan became effective as of January 1, 1944, and the number 
of employees eligible to participate has increased to 614 as of December 31, 1945. All 
employees returning from military service become eligible without loss of credit for the 
length of time served in military service. 














Capital Investments 


While the company has made certain investments in the purchase of real estate prop- 
erties, as reflected in the balance sheet, this is not being done as a matter of policy as it 
is not the intention to own such properties as permanent investments. It is expected that 
such properties will be sold as the company’s purpose in acquiring such property has 
been served. , 


Our Future 


Your company now operates 170 stores located in 99 cities of 33 states and the District 
of Columbia. Additional leases have been consummated for 37 new stores. Six of these 
are now in process of construction and others will follow as soon as possession of the 
premises is obtained, and conditions permit. In addition to the schedule of new stores, 
provisions have been made for the enlargement of certain existing stores and for a general 
modernization of many other stores as deemed advisable. 


In Closing 


At a meeting of the Board of Directors in August Mr. Sidney A. Levinson, Merchan- 
dise Executive who has been associated with the company for a period of 16 years, was 
elected Assistant Vice-President. 


Grateful that the war has been won, we welcome back our returning Edisonians who 
were in the service of our Country. We owe them life-long gratitude, and we are likewise 
grateful for all our other loyal employees who stood by the company during the critical 
war period. Our present organization is strengthened to work cooperatively as one team 
with hopes that in a world at peace the company will continue its unbroken record of 
success. 


Respectfully, 


March 12, 1946 


St. Louis, Missouri. 





President. 


>. D. LEIDESDORF & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 
208 NORTH BROADWAY 
ST. LOUIS 


Board of Directors, 
Edison Brothers Stores, Inc., 


St. Louis, Missouri. 


We have examined the consolidated balance sheet of EDISON BROTHERS 
STORES, INC. (a Delaware corporation), and subsidiary companies as at 
December 31, 1945, and the consolidated statement of profit and loss for the 
year then ended, have reviewed the system of internal control and the accounting 
procedures of the companies and, without making a detailed audit of the 
transactions, have examined or tested accounting records of the companies and 
other supporting evidence, by methods and to the extent we deemed appro- 
priate. Our examination was made in accordance with generally accepted 
auditing standards applicable in the circumstances and included all procedures 


which we considered necessary. 


In our opinion, the accompanying consolidated balance sheet and related 
statement of profit and loss present fairly the consolidated position of EDISON 
BROTHERS STORES, INC., and subsidiary companies at December 31, 1945, 
and the result of their operations for the year, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


S. D. LEIDESDORF & CO. 


St. Louis, Missouri, 
March 4, 1946. 





ASSETS 


CURRENT ASSETS: 

Cash on hand and demand deposits.............. 
United States Government securities at 
cost and accrued interest (quoted market 
or redemption value $3,680,000)............++ 
Vendors’ debit balances, rents receivable, 
Ga aciisciintdccectcccecicasscscniadsnentonccassssesnasbentsecesasosecs 
Merchandise inventories at the lower of 

cost or market 
I i es icematibiincutcitincndidietinisss 


es a a oe 


TOTAL CURRENT ASSETG................00. 


OTHER ASSETS: 
Sundry receivables, deposits, 
UREN an cisco hencindncntondonbnccsanbindecntsaaptbessonhtone 


etc., less 


REAL ESTATE, partially pledged to secure 
mortgage—per contra (Note C): 


AONE. cnninssitincinkcunstacthabcchhntnaectareainceninianin 
INOS iasiseknisisinsinserscessnoonetancecndantlepadapseiies $ 663,549.27 
Less—Reserve for depreciation.............. 13,647.72 

OTHER FIXED ASSETS: 
Cost 

Store fixtures and office equipment.............. $ 577,274.20 
Improvements to leased premises.................. 3,710,878.16 
Leasehold investMents ...............c:ssseeseeesseseeeees 137,687.50 
$4,425,839.86 

DEFERRED CHARGES ...........cccccscoccscssresereees 


ee ee 


EDISON BROTH 


(a Delaware 
AND SUBSIDIA 


Consolidated Balance She 


$ 6,717,654.94 


3,629,904.03 
219,184.66 
$3,775,757.95 
474,484.09 4,250,242.04 
14,816,985.67 
215,461.39 
195,630.36 411,091.75 
328,172.73 
649,901.55 978,074.28 
Reserve for 
Depreciation or 
Amortization 
$ 350,756.55 
2,232,526.24 
60,829.18 
$2,644,111.97 1,781,727.89 
100,657.73 
$18,088,537.32 


The notes to consolidated balance sheet appearing on the next page are an 


[RS STORES, Ine. 


corporation) 


Y COMPANIES 


't as at December 31, 1945 
| LIABILITIES 


CURRENT LIABILITIES: 
Accounts payable— 
EOIN iiickasptihessdicnsapariitansth tone zisapncanencarrbiahtcaneaesabinnaniinl 
MORIN SoD idciviikicintes bi ctanensslisnnganthccahsian' dh digcsn recap diwsqnantinosbibbatiotd 


Debenture sinking fund and real estate mortgage install- 
eebcountis Gime. WREIEY CIRO FORE sc ccsinsesececthcrsocnpnosvenssasotavannsthendabanich 
Accrued Social Security, state and local taxes............:s00s00 
Accrued rent, salaries, wages, €tC...........ccsssssssssesseessrescessssessees 
Funds collected or withheld for Governmental Agencies...... 
Federal income and excess profits tax, estimated (Note A).. 
Less—United States Treasury Notes acquired for pre- 


DRY IINOUE ciccenssscscsssvessacsonscsnatsactacsleohationesilossooaneseatecseoescssnoesonsecs 


TOTAL CURRENT LIABILITIES. ............c..cccosssosccsossscccoses 


SINKING FUND DEBENTURES, 234%, DUE JANUARY 
SO Cis Wh) arse eh ie nethtensEiecw thanenstounns 
Less—Sinking fund payment due January 14, 1946............ 


REAL ESTATE MORTGAGE, 4%, DUE AUGUST 6, 1947 
—Secured by real estate—per contra (Note C).........:sssseeseees 
Less—Prepayments due in 1946...........scsssssserereeenesereeneeees 


RESERVE FOR RISKS NOT COVERED BY INSURANCE 
CCG LP} aciiiasiicticond evsepnibabds toankababeeeencnonbansihab tones hubkaiiaansitshadiomsiinans 


CAPITAL STOCK AND SURPLUS: 
Preferred shares, par value $100 per share, authorized 
65,000 shares— 
Outstanding, 50,000 shares, 414% cumulative (Note E).. 
Common shares, $2 par value, authorized 500,000 shares, 
outstanding 420,059 shares (Note F).......scscsecsccessesseneeeees 
Capital etarplas ........0..cscsecssscssrcsssocessesesonsetosesensssesetsescecsvesesensseseass 
Earned surplus (Note G).iccccicccccsssssssssssssosecsesseosssossocsnaesseesssesoess 


$1,048,202.53 


454,976.29 


1,003,345.30 


integral part of this balance sheet and should be read in connection therewith. 


$ 1,503,178.82 


72,000.00 
285,137.40 
386,123.21 
273,453.95 


430,240.00 


2,950,133.38 


1,882,000.00 


264,000.00 


255,540.48 


12,736,863.46 


$18,088,537.32 


(A) 


(B) 


(C) 


(D) 


(BE) 


(F) 


(G) 


NOTES TO CONSOLIDATED BALANCE SHEET 


The Federal income and excess profits tax returns of the companies have been examined 
through the year 1942. All known liability has been discharged to December 31, 1944. 


The Sinking Fund Debentures issued January 15, 1944 in the principal amount of 
$2,000,000 were reduced $58,000 during 1945 through the operation of the Sinking Fund. 
The Debentures mature January 15, 1959 and were issued with an interest rate of 34%, 
which rate was reduced by agreement between the holder and the company to 2%%, 
effective December 10, 1945. 


Future annual Sinking Fund requirements begin with $60,000 on January 14, 1946 and 
gradually increase to $80,000 on January 14, 1958 in the aggregate $942,000. The company 
has the privilege of prepayment of additional amounts in multiples of $1,000 at a premium 
beginning with 2.84% on January 14, 1946 and gradually decreasing to .24% to January 
14, 1959. 


The Real Estate Mortgage is secured by the pledge of real estate of a cost value of 
$625,000. The Mortgage Note is payable in quarterly installments of $3,000 each to August 
6, 1947 when the then remaining $258,000 will become due. The Trust Indenture does not 
provide for prepayment privilege. 


Insurance is not carried with underwriters for property losses of less than $10,000 at 
each retail unit. 


On June 29, 1945 the stockholders voted to amend the Certificate of Incorporation to 
include in the authorized capital of the company 65,000 shares of cumulative preferred 
stock, par value $100 per share. 


On July 3, 1945 the Board of Directors agreed to sell 50,000 shares to an underwriting 
group at $104 per share, such shares were designated 444% Cumulative Preferred Stock. The 
proceeds thereunder were received on July 10, 1945. The shares are redeemable at the 
option of the Board of Directors, at any time in whole, or from time to time in part at $108 
per share on or before July 1, 1948; at $107 before July 1, 1951; at $106 before July 1, 
1953; at $105 before July 1, 1955; and at $104 thereafter. Upon voluntary liquidation the 
shares are entitled to be paid, before any distribution to the holders of the Common Stock, 
the amounts to which they would be entitled as set forth above plus dividends accrued and 
unpaid thereon whether or not earned or declared. Upon involuntary liquidation the shares 
are entitled to $100 per share and dividends as set forth above. 


Of the 60,000 shares of $50 par value preferred stock outstanding at December 31, 1944, 
30,000 shares (1937 series) were redeemed on or before August 24, 1945 at $52 per share. 
On or before August 20, 1945, 17,639 shares of the 1941 series were exchanged for 35,278 
shares of $2 par value common shares and 12,361 shares were redeemed at $52.50 per 
share. A certificate of retirement with respect to the 60,000 shares was filed with the 
Secretary of State of Delaware on December 28, 1945 and at a stockholders meeting held 
on January 23, 1946 the Certificate of Incorporation was amended to eliminate any reference 
to the $50 preferred shares. 


Beginning on March 30, 1949 and each year thereafter, so long as any of the present 
series shall be outstanding, the company is required to set aside in a Sinking Fund sufficient 
to purchase or redeem 1,000 shares thereof at $104 per share. 


In addition to the 420,059 shares shown outstanding, 713 shares are held in the company’s 
treasury. 


On January 23, 1946 the stockholders voted to amend the Certificate of Incorporation so 
as to increase the authorized Common Shares of the company from 500,000 to 1,200,000, and 
to reduce the par value thereof from $2 to $1 per share. Subsequently the holders were 
entitled to receive two shares of the new $1 par value for each share of $2 par value held. 


The Trust Indenture as modified pursuant to which the Debentures were issued provides 
certain restrictions on dividend payments and purchase or redemption of capital shares. 
The effect of this restriction is that $2,709,787 of surplus is available for dividends and such 
other purposes at December 31, 1945. The terms under which the $100 par value 444% 
cumulative shares were issued also place certain restrictions on the payment of dividends 
on, or the purchase of or redemption of capital shares junior to the preferred shares. The 
effect of such restriction is that $1,647,067 of surplus is available for common dividends 
and such other purposes at December 31, 1945. . 


EDISON BROTHERS STORES, Ine. 


(a Delaware corporation) 


AND SUBSIDIARY COMPANIES 


Summary of Consolidated Profit and Loss 
For the Year Ended December 31, 1945 


Particulars 


SRS Be Sa MP RI cassie ais eins inshannsenackeas tacaicatascapsmslcbiagapad evades tocmienanabetsibesntin 
COST OF GOODS SOLD AND STORE OPERATING EX- 
PENSES, EXCLUSIVE OF DEPRECIATION AND 
AMORTIZATION EXPENSES 


DEDUCT: 
Administrative and general expemses..............cccccccecsseeeseeeeeeeees $1,592,331.19 
Depreciation of store fixtures, office equipment, ete., and 
amortization of improvements to leased premises.............. 309,713.40 
CUO CLINI, WA: airline eectcicdoniinleeticcnarninlarconhimemnansiaanamtndaniiiis 118,306.91 


PROFIT BEFORE PROVISION FOR TAXES 
OF RUA Wiha seiednscsccashuconscipanecintysicencurssahenseaaactanea conse 


PROVISION FOR TAXES ON INCOME: 


Federal— 
NN CTR GA Rseitcie sescicieisctintarentteRecmeosinies $2,767,641.55 
Income and declared value 
CGN REE BOK sia ssiccccebsceisesnceasenstancsons 673,898.27  3,441,539.82 
Seabee Came Pawel Oli BOOM iis cid sassccccdaccscnsacssascesivdsnenssocessectnace 96,327.50 


NET PROFIT TRANSFERRED TO SURPLUS... 


Amount 


$53,215,144.41 


46,296,405.39 
6,918,739.02 


2,020,351.50 


4,898,387.52 


3,537,867.32 


$ 1,360,520.20 





EDISON BROTHERS STORES, Inc. 


(a Delaware corporation) 
AND SUBSIDIARY COMPANIES 


Statement of Surplus Account 
For the Year Ended December 31, 1945 


Particulars 


CAPITAL SURPLUS: 
ee BG | | OR ae Se TT LOE TOT 
Add— 
Excess of the par value of 17,639 shares of $50 par value 
Preferred Stock, 1941 Series, exchanged for 35,278 
shares of $2 par value Common Stock.............ccsssseeeeeeees $ 811,394.00 
Excess of premium ($200,000) received over issuance 
expense with respect to the sale of 50,000 shares of 


$100 par value, 444% Cumulative Preferred Stock........ 43,563.49 


BALANCE, DECEMBER 31, 1945.0... cescsseseees 


EARNED SURPLUS: 
Renn IRNEINNE 20s... U2; siicica'ea ctu avvicvcntibaantuiindpiiceekendoeabeens 


Add— 
Profit for the year ended December 31, 1945...............0.0 $1,360,520.20 
Transfer from reserve for contingencies (Note)................ 542,016.93 
Deduct— 


Dividends paid— 


Preferred shares— 


$ 50 par value, 1937 series................000 $ 52,083.00 
$ 50 par value, 1941 series.................00 43,426.18 
$100 par value, 1945 issue...............0ss00 100,937.50 196,446.68 
CNEL Re ROT WOR sciniteiecchcnncscitsesdenisassesnilianashindasdalcaen 612,515.50 
808,962.18 
Premium paid on redemption of 
preferred shares— 
$50 par value, 1937 series.............c.000 60,000.00 
$50 par value, 1941 series..................c0008 30,902.50 90,902.50 


BALANCE, DECEMBER 31, 1945..............cccsseseees 


Amount 


$ 148,387.81 


854,957.49 
$ 1,003,345.30 


$ 4,890,727.71 


1,902,537.13 
6,793,264.84 


899,864.68 


$ 5,893,400.16 


NOTE: The reserve for contingencies credited to earned surplus at December 3], 
1945, was created during 1942, 1943 and 1944 in an amount equal to the 
Claim for Postwar Refund of Excess Profits Tax for each year. The refunds 
for 1942 and 1943 were received during January, 1946, and the 1944 amount 


was abated during 1945. 


EDISON BROTHERS STORES, Inc. 
AND SUBSIDIARY COMPANIES 


Stores, Sales and Earnings — 1929-1945 


*Shoe Rationing went into effect February 8. 1943: ended October 30, 1945. 


tincreased sales in non-rationed footwear and accessory lines. 


$97 le i 7 
YEAR YEAR-END SALES WAGES OR ACCRUED INCOME SHARE (3) 

eo, RO +4 $ 3,778,460 $ 531,758 $ 42,515 $ 230,223 $0.57 
TR vrncasetoes 42 4.912.247 632,291 40,458 173,854 0.37 

|» 5 So 90 6,423,307 789,759 31.208 30,420 (0.06) 
|S SO 63 8,017,960 1,018,624 26,412 112,528 0.20 
1953? 3.0. 75 10,189,048 1,331,425 126,579 484,186 1.38 
Seer 85 14,125,387 1,927,266 136,285 567,961 1.64 
Fa Acestioesas 92 16,295,595 2.233.601 150,217 609,058 1.74 
i eee 102 19,689,865 2,679,398 292.614 796,756 2.10 
ROE atchasatones 121 23,764,677 3,370,557 349,354 714,782 1.72 
RM issceniens 123 24,205,239 3,387,668 397,538 919,323 2.20 
5 eaten 131 24,911,899 3,481,150 408,274 897.055 2.14 
cn: SURE TE 142 26,481,080 3,630,088 643,145 1,041,223 2.51 
5 SSRN 162 33,613,756 4,455,079 1,521,757 1.305.680 3.15 
SR ciitacieisi: 168 45,952,208 9,912,048 3,486,191 1,249,024 (?) 2.85) 
Bo icmtcscniass 166 39,775,724" 9,910,760 2,345,193 1,130,781) 2.59 §) 
BOE cseniannacd 169 44,542,663 + 6,245,562 2,335,944 1.091.825) 2.45) 
Eee cbediannes 170 93,215,144 7,533,392 3,787,177 1,360,520 2.77 


(1) Eleven months period. Changed from fiscal year ended January 31 to calendar year. 


(2) Adjusted by adding the postwar credits of $248,117 for 1942, $149,760 for 1943, and 
$144,285 for 1944, in connection with federal excess “profits taxes. These amounts 
originally set aside in a reserve for contingencies were written off by credits to 
earned surplus as of December 31, 1945. 


(3) Based upon number of common shares outstanding at end of each year except that 
retroactive effect was given to the 3 for 1 split-up as of March 1, 1937. No effect 


was given to the 2 for | split-up which became effective January 28, 1946. 


EDISON BROTHERS STORES, Ine. 


‘5 3 eres. 5 ss 


CHANDLER BOOT SHOPS 
LEED’S SHOE STORES 
BAKER SHOE STORES 
BURT’S SHOE STORES 


LARGEST 
EXCLUSIVE 
‘RETAILERS 

OF 
WOMEN’S 
SHOES 
IN 
AMERICA 


% 


Also Distributors of 
HOSIERY, HANDBAGS, 
and 


ALLIED ACCESSORIES 


At December 31, 1945, the Company operated 170 stores in 99 
cities of 33 states and District of Columbia 
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Former employees of our organization returning from the Armed 


Forces of our Country are receiving a hearty 


at teleome ack ; 


to jobs and opportunities held open for them during their 


absence. They are indeed once more 


uf Happy Lot of a Beet 
( 








